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PR3FAGE 

Control  over  the  planning  for  and  the  spending  of  the 
tremendous  present-day  defense  appropriations  must  be  recognized 
throughout  the  Marine  Corps  as  a  most  important  part  of  manage- 
ment or  command.   To  explain  the  "broad  mechanics  of  estimating, 
administering,  accounting  for,  and  reporting  on  appropriated 
funds,  without  getting  too  involved  with  the  technical  details 
of  any  particular  phase,  shall  be  the  objective  of  this  paper. 

Material  used  herein  has  been  based  upon  readings  from 
Navy  and  Marine  Corps  publications  and  other  books  and  articles; 
guest  speakers  from  the  Navy  Department  appearing  at  the  Navy 
Graduate  Comptrollership  i-rogram,  George  Washington  University; 
and  personal  vi3its  to  the  Navy  Department,  ?!eadquarters  Marine 
Corps,  and  Marine  Corps  field  activities. 

The  author  has  intended  to  cover  a  large  area  very 
briefly  and  generally.  The  thoughts  expressed  are  his  own  and 
are  not  to  be  taken  as  having  any  official  endorsement. 

The  reader  will  find  a  glossary  of  many  of  the  terras 
used  herein  in  the  Appendix. 
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CHAPTER  I 
INTRODUCTION 

It  might  be  well  at  the  outset,  in  order  to  have  a 
general  understanding  of  comptrollershlp,  to  sketch  ■  brief 
history  of  its  development  as  regards  the  Marine  Corps. 

Trior  to  1939  the  size  of  the  budget  of  the  United 
Ftates  w&|  small  enough  to  be  at  least  somewhat  comprehensible 
to  the  Congress  whose  task  it  was  to  approve  of  the  spending  of 
public  money.   During  the  war  years  expenses  grew  to  great  pro- 
portions and  under  the  budget  estimating  and  accounting  systems 
then  in  effect  Congress  could  not  expect  its  appropriations 
oommittees  to  understand  the  Justifications  in  support  of  the 
vast  sums  of  money  requested  for  the  military  departments.   It 
became  necessary  for  Congress  to  place  utmost  faith  in  our 
military  leaders  pnd  to  trust  them  to  request  only  the  funds 
actually  needed  for  the  prosecution  of  the  war.   As  a  result  of 
this  faith  the  military  departments  after  the  formalities  of 
review  and  approval  received  without  argument  the  appropriations 
they  asked  from  Congress. 

The  winning  of  World  t/ar  II  was  a  tremendously  expensive 
venture  calling  for  the  appropriations  of  many  billions  of 
dollars.   The  country's  debt  skyrocketed  from  approximately 
forty-six  billion  dollars  in  1939  to  over  two  hundred  and 
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seventy-eight  billions  in  1946.   uite  naturally  during  these 
years  economical  use  of  funds  was  a  secondary  consideration  to 
the  winning  of  the  war.   The  tremendous  expansion  of  our 
military  strength,  the  prosecution  of  global  war  for  a  period 
of  four  years,  and  the  costly,  rapid  contraction  of  our  forces 
brought  into  light  many  areas  of  ineffective  and  uneconomical 
management  resulting  in  great  waste  of  money  and  material. 

It  was  apparent,  therefore,  not  only  to  our  civilian 
leaders  but  also  to  the  military  as  well,  that  provision  for 
the  better  management  of  the  spending  of  these  huge  public 
funds  was  needed.   In  19^9,  in  line  with  this  thinking,  Congress 
amended  the  National  Security  Act  of  19'+7.   This  amendment 
directed  the  establishment  of  the  Office  of  Comptroller  in  the 
Department  of  Defense  and  in  the  Departments  of  Army,  Navy  and 
Air  Force.   In  addition,  the  amendments  of  194-9  were  aimed  at 
establishing  uniform  fiscal  and  budgetary  procedures  and  organ- 
ization throughout  the  Defense  Department,  authorizing  working- 
capital  and  management  funds,  requiring  complete  oroperty 
recording  and  specifying  the  UBe  of  the  performance-type  budget. 
More  will  be  written  of  the  performance-type  budget  later  in 
this  chapter. 

What,  then,  is  the  mission  that  Congress  intended  to 
have  a  comptroller's  office  perform?  The  Office  of  the  Comp- 
troller of  the  fcavy,  for  example,  has  the  task  of  promoting 
efficiency  and  economy  throughout  the  Navy  Department,  formu- 
lating principles  and  policies,  and  prescribing  procedures  in 
four  broad,  yet  interrelated  areas.   These  are  budgeting,  fiscal 
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3 
accounting,  progress  and  statistical  reporting,  and  auditing, 

The  Navy  in  turn  has  directed  the  establishment  of 
similar  offices  within  each  of  its  bureaus.   It  was  in  July, 
1953,  that  the  Merine  Corpe  set  up  ■  comptroller 's  office  which 
is  designated  the  Fiscal  Division  of  Headquarters  Marine  Corps. 
This  Division  under  the  guidance  Qf   a  general  officer  as  Fiscal 
Director  has  basically  the  same  mission  on  its  own  level  as  was 
cited  above  for  the  Office  of  the  Compt roller  of  the  Navy. 
Figure  1  on  page  4  shows  the  organization  of  the  ^scal  Division 
at  Headquarters  Marine  Corps, 

This  Division  as  a  staff  service  has  a  great  many  duties 
and  responsibilities.   Briefly  stated  some  of  the  major  respon- 
sibilities of  the  Fiscal  Director  and  his  staff  are  the  follow- 


ing : 


1.  To  act,  subject  to  the  plans  and  instructions 
of  the  Commandant,  for  the  Commandant  in  all  fiscal 
matters  affecting  the  Marine  Corps. 

2.  To  have  complete  responsibility  for  the  record- 
ing, reporting,  and  administering  of  all  appropriated 
funds  made  available  to  the  Marine  Corns. 

3.  To  issue  guide  lin<^s  and  program  objectives  to 
field  commands  in  order  that  they  might  have  a  sound 
basis  for  preparing  their  budget  estimates. 

4.  To  coordinate  and  consolidate  the  estimates 
received  from  the  field  with  the  various  requircmrnt3 
and  considerations  of  the  Headquarters  to  arrive  at  the 
annual  marine  Corps  estimate  of  funds  required. 
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5.  To  Justify  this  estimate  and  revise  it  where 
necessary  when  reviewed  before  the  llavy  Department, 
OeT)art,fient  of  Defense,  Bureau  of  the  Budget  (for  the 
President),  and  Congress, 

6.  To  develope  and  administer  the  Commandant's 
annual  financial  plan  based  upon  the  funds  Congress 
has  authorized  and  to  make  recommendations  for  the 
revision  of  this  plan  when  conditions  make  changes 
appropriate, 

7.  Io  request  the  apportionment  of  funds  and  to 
supervise  their  allocation  to  individual  field 
activities  and  projects, 

i.      To  account  for  these  funds  by  ■•*&!  of  records 
maintained  at  Headquarters  and  reports  received  from 
the  field. 
These  are  not  all  but  only  the  broad,  general  duties  of  the 
Fiscal  Director,   It  should  also  be  stated  here  that  there  is 
at  Headquarters  Marine  Corps  a  Budget  Advisory  Group  composed 
of  leading  staff  officers.   This  Group  assiL'tc;  the  fiscal 
Director  in  the  performance  of  his  duties  by  providing  advice 
on  matters  concerning  their  respective  fields  of  responsibility 
as  related  to  the  financial  management  of  the  Marine  Corps 
(see  Figure  1) . 

Earlier  it  w-     >:tioned  that  the  19^9  amendments  to 
the  National  Security  Act  of  1947  directed  the  use  of  the  per- 
formance-type budget.   This  requirement  "brought  a  new  feature 
to  the  budget  process  by  stating  th^t  estimates  submitted  to 
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Congress  must  show,  in  addition  to  the  object-class  breakdown  of 
fund  estimates,  an  anticipated  cost  of  performance  of  readily 
identifiable  functional  programs.   The  old  requirement  of  the 
object-class  breakdown,  where  expenses  for  the  entire  Marine 
Corps  were  listed  for  sixteen  general  items  such  as  Personnel 
Cervices,  Travel,  etc.,  was  to  be  augmented.   The  new  estimates 
were  to  detail  to  Congress  the  total  cost  of  operating  a  given 
activity,  such  as  Marine  Corps  School,  Quantico,  Virginia,  or 
Marine  Corps  Recruit  Depot,  San  Diego,  California. 

With  this  measure  of  the  cost  of  operation  of  individual 
activities  and  programs,  Congress  was  provided  with  a  means  of 
comparing  their  relative  efficiencies  and  of  determining  if  the 
costs  were  justified  in  the  light  of  the  overall  benefit  to  be 
derived  for  tha  country's  defenses. 

It  was  not  at  all  an  easy  task  for  the  services  to  effect 
the  required  change  for  a  great  many  reasons  that  are  beyond  the 
scope  of  this  paper.   To  the  oresent  time,  however,  much  progress 
has  been  made;   budget  estimates  are  now  essentially  of  the 
performance -type • 

The  process  of  preparing  these  estimates  is  a  long, 
tedious  effort  requiring  th<*  whole-hearted  attention  of  many 
people  working  throughout  the  year,   figure  2  on  page  7  portrays 
the  steps  necessary  in  the  formulation  of  the  budget  from  the 
call  for  estimates  by  the  President  down  through  the  succeeding 
administrative  levels  to  the  field  activities.   These  field 
estimates  then  work  back  up  to  the  President  and  to  Congress  for 


: 


■ 


•'. 


+> 


•p 

d         o  xJ   ft 

•rl  -Hri    8 


§  a    j 

m  4>w         to 


-P        -P    OS 

£    ££*. 


9 


I  +3 

.no 


It 


I 


I 

I 

o 


ON 

H 


-P>*r\rtf    >>~ 

S3       o 


8* 


CVJ 

i 

SI 


final  review  and  the  approval  that  results  in  the  appropriation 
act.   It  will  be  noted  that  this  is  a  lengthy  process,  taking 
place  over  an  eighteen  month  period  preceding  the  fiscal  year 
for  which  the  funds  are  being  requested. 

The  fact  that  the  field  activities  now  hsv?  to  submit, 
Justify,  and  administer  functional  or  performance-type  budgets 
has  made  it  necessary  for  them  to  develope  competent  fiscal 
organizations.   For  the  most  part  the  remainder  of  this  paper 
will  deal  with  the  field  activity  fiscal  organization  and  how  it 
performs  the  c >mptrollerahip  functions  of  budgeting,  administer- 
ing, and  accounting  for  appropriated  funds. 
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CHAPTER  II 
FISCAL  ORGANIZATION  AT  TH3  FIELD  ACTIVITY 

•j?he  fiscal  organization  required  at  any  given  field 
activity  quite  logically  is  dependent  upon  the  work-load  to  be 
met  at  that  activity.   Headquarters  Marine  Corps  has  not 
directed  that  an  organization  of  any  particular  size  or  pattern 
be  established  but  has  indicated  certain  very  broad  fiscal 
responsibilities  that  must  be  realized.   StteM  are,  of  course, 
the  direct  responsibility  of  the  cDmrnander.   The  major  fiscal 
problems  involve  estimating  well  in  advance  the  requirements  for 
funds,  submitting  these  estimates  to  higher  authority,  planning 
for  the  use  of  funds,  and  administering  and  accounting  for  the 
funds  that  have  actually  been  allotted.   At  a  small  station  it 
may  be  feasible  for  the  commander  himcelf  to  assume  these 
responsibilities  directly.  On  the  other  hand,  at  the  larger 
commands  there  is  certainly  the  need  for  a  fiscal  officer  with  a 
qualified  staff  and  In  many  places  a  fiscal  advisory  committee. 

The  commander  must  realize  that  the  authority  he  has  to 
make  these  import ant  fiscal  plans  and  decisions  results  from  his 
responsibility  for  the  control  of  funds  and  that  this  responsi- 
bility cannot  he   delegated,  in  whole  or  in  part,  to   others  within 
the  command.   Ho  mu3t  assure  himself  that  his  organization  and 
procedures  are  so  established  that  this  control  will  be  performed 
well.   How  well  it  is  performed  will  be  regarded  as  a  large 
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measure  of  his  efficiency  aa  a  commander. 

Where  e  fiscal  officer  has  been  appointed,  he  is  gener- 
ally assisted  by  a  small  civilian  clerical  staff  and  one  or  two 
enlisted  assistants.   He  If  charged  with  the  direct  responsi- 
bility for  the  maintenance  of  the  accountin-  records  necessary  to 
reflect  the  use  and  status  of  the  appropriated  funds  made  avail- 
able to  his  commander.   In  addition,  the  following  duties  are 
often  assigned  to  the  fiscal  officer: 

1.  Prepares  accounting  reports  for  local  management 
and  higher  authority. 

2.  Developes  accounting  procedures  to  implement  financial, 
policies  and  directives  promulgated  by  higher  authority. 

3.  Conducts  cost  accounting  studies. 

4.  Supervises  budgetary  procedures,  and  devisee  methods 

I 
for  use  of  section  heads  in  furnishing  budgeting  information. 

5.  Analyzes  and  evaluates  budget  estimates  and 
coordinates  presentation  thereof  to  the  commander. 

6.  Makes  recommendations  regarding  budget  variances 
and  re-allocation  of  funds. 

The  station  must,  of  course,  tailor  its  fiscal  section 
to  meet  local  needs.  These  will  depend  not  only  on  the  amount 
of  work  to  be  performed  but  also  upon  the  abilities  and  person- 
alities of  the  .Individuals  involved.   For  example,  a  relatively 
young  fiscal  officer  might  be  extremely  well-qualified  to 
account  for  and  reoort  on  the  status  of  appropriated  funds  and 
yet  not  be  sufficiently  experienced  to  make  sound  plans  and 
recommendations  for  the  efficient  utilization  of  funds.   In  this 
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crae  the  making  of  these  plans  and  recommendations  should 
properly  be  delegated  as  the  responsibility  of  another  member 
of  the  commander's  staff,  be  dot  •rain  9  6  by  the  fiscal  advisory 
committee,  or  be  decided  by  the  commander.   In  another  case  a 
fiscal  officer  with  little  or  no  technical  accounting  knowledge 
should,  where  possible,  be  complemented  by  an  assistant  with  a 
strong  fiscal  accounting  background. 

Just  as  there  is  at  Headquarters  Marine  Corps  a  Budget 
Advisory  Committee,  at  most  large  stations  thero  will  be  a 
committee  with  somewhat  similar  functions.   It  may  be  called 
the  "Flscel  ^teerlne  Committee,"  "Committee  for  the  Control  over 
/r>pror-.r»iated  Funds,"  or  simply  "The  Budget  Committee,"   Regard- 
less of  its  title  this  group  i3  usually  appointed  to  assist  and 
supervise  the  fiscal  officer  and  to  give  advice  to  the  command- 
ing officer  regarding  his  fiscal  responsibilities. 


■ 


CHAPTER  III 
THE  FISCAL  C£CLE  AT  THE  FIELD  ACTIVITY. 
Requesting  Funds 

Annually,  about  March  15th,  the  commanding  officer  of  a 
field  activity  receives  instructions  from  the  Commandant  of  the 
Marine  Corps  concerning  the  submission  of  budget  estimates. 
These  instructions  contain  policies  on  personnel  ceilings,  anti- 
cipated work-loads,  additions  or  modifications  to  the  mission  of 
the  station,  justification  requirements,  and  general  guidance  for 
the  preparation  of  the  budget  estimates.   During  the  following 
six  weeks  the  commanding  officer  must  develope  his  estimates  of 
funds  required  for  the  next  two  fiscal  years  based  on  these 
guide  lines.   These  estimates,  together  with  a  report  of  the 
actual  obligations  incurred  over  the  preceding  nine  months  and 
the  expected  obligations  for  the  following  three  months,  are 
assembled  and  submitted  to  Headquarters  Marine  Corss  on  April 
30th. 

The  task  of  preparing  this  report  La  turned  over  to  the 
fiscal  officer.   Detailed  Instructions  for  the  preparations  of 
these  estimates  are  to  be  found  in  current  I;avy  and  Marin-?  Corps 
publications  and  directives.  The  tlscal  officer  first  dissem- 
inates the  guidance  Information  received  from  the  Commandant  of 
the  Marine  Corps  to  the  subordinate  section  heads.   He  requests 
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the  budget  estimates,  asrists  the  sections  In  their  preparation, 
and  checks  the  ba3is  and  accuracy  of  their  work.  He  then  must 
coordinate  and  consolidate  this  information  into  a  station  esti- 
mate.  The  estimate  for  the  next  fiscal  year  must  indicate  the 
request  for  funds  by  quarters.   The  report  of  actual  obligations 
incurred  for  the  current  year  is  taken  directly  from  the  fiscal 
officer's  records.   '/hen  the  station  estimate  is  assembled,  it 
should  be  reviewed  by  the  fiscal  advisory  committee  before  it  is 
submitted  to  the  commanding  officer.   This  experienced  ^roup  may 
approve  of  it  as  it  is  or  it  may  make  recommendations  for 
revision. 

This  report,  when  received  by  the  Commandant,  is  used  to 
Justify  fund  requests  to  hirher  authority  and  as  a  basis  for 
actual  fund  allocations  to  the  field  activity. 

Receipt  of  Funds 

'Then  the  budget  estimates  are  received  at  Headquarters, 
tbey  are  reviewed  and.  after  allowing  for  many  other  considera- 
tions, are  consolidated  into  the  annual  Marine  Corps  estimate. 
The  estimate  then  travels  up  the  administrative  chain  of  command. 
At  each  step  on  the  way  it  is  carefully  reviewed  and  consolidated 
with  the  estimates  of  other  elements  of  the  government.  Often 
modifications  are  made  necessary  due  to  changes  in  plans  or  the 
desire  for  more  economy.   Finally  the  annual  Marine  Corps  esti- 
mate, as  a  part  of  the  estimated  co3t  of  operation  of  the  entire 
government,  reaches  Congress.  There,  after  lon£*>  and  detailed 
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hearings,  it  is  approved  end  emerges  as  the  appropriation  act. 
when  the  President  signs  the  act  into  public  law,  he  establishes 
the  statutory  authority  necessary  to  make  the  funds  available 
for  use.   This  law  is  usually  written  into  the  books  during  June 
immediately  preceding  the  fiscal  year  for  which  the  funds  have 
been  appropriated.   (Refer  to  Figure  2  on  page  7). 

iministrative  authority,  as  well  as  statutory  authority, 
must  be  obtained  before  the  funds  can  be  utilized.   In  this 
regard,  the  Treasury  department,  Headquarters  Marine  Corps,  the 
Navy  Comptroller,  and  the  Bureau  of  the  Budget  become  involved 
in  the  legal  procedures  of  issuing  appropriation  warrants  and 
requesting  and  receiving  apportionments  and  allocations  of  funds. 
These  proceedings  have  no  particular  meaning  to  the  man  in  the 
field  and  will  not  be  further  discu3sed  in  this  paoer.   Through 
the  process  described  very  briefly  above,  the  Commandant  receives 
authority  to  utilize  appropriated  funds. 

The  Commandant,  in  turn,  through  author! 2 ed  representa- 
tives kn^wn  as  "project  managers,   makes  funds  available  to  the 
field  commanders  by  the  issuance  of   allotment  authorizations. 
This  authorization  relates  to  a  specified  purpose  of  an  appro- 
priation and  is  subject  to  very  strict  procedural,  accounting, 
1&6  reporting  require-isnts.   Figure  3  on  pagO  15  shows  a  sample 
allotment  authorization.   The  addressee  on  this  form,  known  as  a 
primary  allottee,  is  the  commander  of  the  station  receiving  the 
allotment;  he  is  responsible  for  its  administration.   The  auth- 
orization originates  with  the  staff  member  delegated  by  the 
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ALLOTMENT  AUTHORIZATION 

NAVEXOS-2674    (9-53) 

SAMPLE 


15 


Commandant,  Marine  Corps  Schools, 
Quantico,  Virginia 


Quartermaster  General  of  the  Marine  Corps 
(Code  CHC) 
Washington  25,  Q.  C. 


TITLE  OF  APPROPRIATION  AND  SUBHEAD 


MCT&F  1955.  Training  and  Operations 


"URPOSE    OF    ALLOTMENT    (Name    of  Project) 


a/       Station  Operation  and  Maintenance 


OFFICE   PERFORMING  ALLOTMENT  ACCOUNTING     (This    data    must    be    provided) 


NAME  AND  MAILING  ADDRESS 


Commandant,  Marine  Corps  Schools, 
Quantico,  Virginia 


ACCOUNTING    NO. 


:64 


SAMPLE 


AUTHORIZATION 

Authority    is  hereby  granted   to    incur  obligations    in   an  amount  not   to  exceed   the 
authority   contained   herein.      When  allotments   are  granted   for  more  than  one  quarter, 
amounts  authorized  for  other  than  the  current  quarter  WILL  NOT  be  taken  up  until 
the  first  day  of  appl icable  quarter. 


REFERENCE 


ALLOTMENT    NO. 


11005 


TYPE    OF    ALLOTMENT    AUTHORIZATION 


H  NE 
I I   AMEN 


DMENT    NO. 


APPROPRIATION  »  SUBHEAD  SYMBOL 

1751106.11 


QUARTERLY 
AUTHORIZATION 


1  ) 


(2) 


(3) 


(4] 


TOTAL 


PREVIOUS   TOTAL 


AMOUNT    OF 
ALLOTMENT 


660,400.00  b/ 


400,100.00  b/ 


550,374.00  b/ 


174,831.00  b/ 


1,785,705.00 


-0- 


new  total    1,785,705.00 


DECREASES    ARE    SHOWN    BY   "  (        )  " 


a/  The  Quartermaster  General  of  the  Marine  Cor»s  has  been  designated 
as  the  officer  responsible  for  the  issa-anco  af  ftUotpMMtfl  for 

this  particular  pu/'-vne. 

b/  The  amounts  received  might  well  be  the  same  as  the  con  rnander 
submitted  or>  30  A,cril  to  headquarters  in  his  budget  estimates 
(assuming  that  his  Justifications  were  accepted).   Should  there 
be  3ome  chaivre,  the  project  manager  would  probably  make  a  note 
in  t'nla  space  as  to  the  reason  for  the  change.   (For  example, 
"Lesser  amount  resulted  from  a  five  per  cent  overall  decrease 
ordered  in  civilian  personnel."). 

It  is  desirable  that  the  Initial  allotment  authorizations  include 
the  total  for  each  of  the  four  quarters  of  the  fiscal  year. 
Unforeseen  circumstances  may  make  3uch  action  impossible  or 
impracticable. 


SAMPLE 


Sam 


APPROVED 


20  June  1Q54 


/s/  W.  P.  T.  Hill 
W.  P.  T.  HILL 


Figure  3 
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Commandant  as  the  project  manager  for  that  appropriation  sub- 
head.  The  initial  allotment  authorization  ivill  usually  Include 
the  total  funds  allowed  for  each  of  the  four  quarters  of  the 
fiscal  year.   In  the  event  that  it  does  not,  additional  authori- 
zations will  be  received  during  the  year.   The  initial  authori- 
zation li  generally  received  3omc  ten  to  fifteen  cays  prior  to 
the  beginning  of  the  fiscal  year. 

A  commander  will  receive  an  allotment  authorization  for 
each  project  under  ths  appropriation  sub-heads  for  which  he  has 
the  need  for  funds.   For  example,  If  there  is  a  nubile  housing 
project  on  the  post  which  is  the  responsibility  of  the  U.  S. 
Navy,  Bureau  of  Yards  and  Docks,  to  operate,  the  commander  will 
receive  an  allotment  authorization  from  that  Bureau  to  pay  the 
operation  and  maintenance  cf  that  project. 

There  are  presently  twenty -two  appropriations  under 
which  the  Navy  Department  receives  funds.   Of  these,  five  are 
Marine  Corp3  appropriations  but  the  field  commands  are  primarily 
concerned  with  the  administration  of  one,  "liarine  Corps  Troops 
and  Facilities."  This  is  the  only  Marine  acoroprirtion  for 
■which  field  commanders  must  submit  annual  budget  estimates  and 
administer.   It  includes:   the  maintenance  and  operation  of 
equipment  and  facilities,  procurement  of  military  personnel, 
training  and  education  of  regular  and  reserve  personnel,  welfare 
and  recreation,  procurement  and  manufacture  of  military  supplies 
and.  equipment,  transportation  of  faints*  industrial  mobilization, 
and  departmental  and  miscellaneous  oxpenses.   The  other  four 
Marine  Corps  appropriations  are  Military  Personnel,  Marine  Corps; 


I    <••■ 
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Military  Personnel,  Marine  Corps  reserve;  Karlne  Corps  Procure- 
ment; and  Marine  Corps  Stock  Fund,   These,  while  they  obviously 
affect  the  field,  are  administered  from  the  Headquarters  level. 

The  number  of  allotments  that  individual  field  commandere 
will  receive  and  be  responsible  to  administer  will  vary  greatly 
depending  upon  the  mission  and  facilities  of  their  command. 

Aind  Administration 

Before  the  commander  receives  his  allotment  authoriza- 
tions, he  must,  make  two  very   important  decisions.  The  first  of 
these  is  to  determine  what  amounts  are  to  be  made  available  to 
the  subordinate  sections  ef  his  command.   Ordinarily  this  should 
be  decided  on  the  basis  of  the  estimates  that  have  been  previous- 
ly submitted  by  the  section  hesds.   These,  it  should  be  assumed, 
have  been  carefully  rrepared  by  the-  Operating  people  and  reviewed 
by  the  fiscal  officer  and  the  fiscal  advisory  committee.   The 
section  heads  should  be  expected  to  be  abl?  to  operate  within 
their  own  estimates.   This,  of  course,  assumes  that  in  the  esti- 
mating process  all  necessary  items  have  been  budgeted  for.   If 
this  is  not  the  case,  th s  commanding  officer  must  decide  where 
changes  will  be  made. 

Th'1  second  decision  involves  the  method  for  the  control 
of  funds  to  be  utilized.   The  importance  of  proper  control  is 
emphasized  by  law  requiring  that  persons  who  over-obligate  or 
over-expend  aopropiiated  funds  shall  be  immediately  reported 
through  channels  to  the  President  and  Congress.   This  report  is 
to  contain  all  pertinent  facts  and  a  statement  of  the  action 
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taken.   Basically  there  are  three  alternatives  for  control: 
a  strict  central  control  system,  control  by  suballotment,  and 
control  through  planning  estimates. 

Under  a  strict  central  control  system,  the  commander,  or 
fiscal  officer  where  one  has  been  appointed,  takes  upon  himself 
the  responsibility  of  physically  executing  every  document  which 
will  obligate  funds  for  which  he  is  responsible.   In  a  small 
command  perhaps  thi3  would  be  feasible.   It  is  certainly  not 
desirable,  however,  for  the  larger  commands  for  it  fails  to  allow 
the  subordinates,  who  may  themselves  be  quite  responsible  senior 
officers,  any  degree  of  freedom  in  obligating  funds  or  needed 
experience  in  fiscal  matters. 

Control  by  suballotment  involves  the  issuance  to  a  sub- 
ordinate of  an  allotment  authorization,  Figure  3,  p«ge  15,  by  a 
commander  who  is  a  primary  allottee.   If  the  subordinate  receiv- 
ing the  suballotment  is  within  the  activity,  then  he  and  the 
commander  become  jointly  responsible  to  see  that  there  is  no 
over-obligation  or  over-expenditure.   If  the  subordinate  is  out- 
side the  activity,  the  csunoander  is  relieved  of,  and  the  sub- 
ordinate solely  responsible  for,  its  proper  administration.   The 
holder  of  a  suballotment  is  reeponsible  for  the  same  strict 
accounting  end  reporting  procedures  as  a  primary  allottee.   This 
is  the  main  disadvantage  of  control  by  suballotment.   This  method 
does,  however,  give  the  subordinate  a  much  better  opportunity  to 
mike  his  own  plans  for  the  best  utilisation  of  funds. 

The  third  method,  control  through  planning  estimates,  BJgf 
be  called  a  compromise  of  the  other  two.   In  this  inst?mce  the 
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commander  issues  a  letter  of  credit  to  his  subordinate.   This 
does  not  transfer  funds  but  rather  directs  the  subordinate  to 
assist  in  the  administration  of  specified  funds.  The  commander 
remains  solely  responsible  to  higher  authority  for  the  proper 
administration  of  the  entire  allotment.   He  directs  the  sub- 
ordinate to  keep  within  the  planned  estimate  amount;  should  the 
subordinate  over-obligate  or  over-expend  it  is  simply  a  local 
matter  between  the  two*   This  method  of  control  allows  the  sub- 
ordinate freedom  to  manage  his  funds  as  he  desires  within  the 
limits  of  the  planning  estimate  and  within  the  purpose  of  the 
allotment. 

The  letter  from  a  commander  to  a  subordinate  constituting 
a  planning  estimate  will  usually  contain  the  following  informa- 
tion: 

1.  The  specified  amount  of  funds  and  the  dates  involved. 

2.  A  statement  that  official  accounting  will  be  oerform- 
ed  by  the  commander's  staff:  that  the  subordinate  should  maintain 
only  records  needed  for  his  own  control. 

3.  A  statement  that  this  is  not  an  official  suballotment 
of  funds. 

4.  A  caution  regarding  over-obligation  and  over-expen- 
diture. 

5»   Reference  to  official  regulations  and  directives. 

6.  A  request  that  copies  of  all  obligating  and  expen- 
diture documents  be  forwarded  to  the  command  fiscal  office. 

7.  The  purpose  of  the  allotment  and  a  statement  that 
the  use  of  funds  must  be  kept  within  that  purpose. 


. 
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8.  The  specific  accountin  -  c]  a rr  if icat ion  data  and  a 
reminder  that  it  must  be  shown  on  all  fiscal  documents. 

9.  A  statement  of  renorts  that  win  he  furnished  the 
subordinate. 

10,  Any  limitation  on  the  use  of  funds  that  the  commander 
may  wish  to  stipulate* 

The  three  alternative  methods  for  the  control  of  funds 
each  have  their  place  in  particular  situations.   Control  through 
planning  estimates,  however,  seems,  generally  speaking,  to  the 
author  to  offer  ereater  flexibility,  more  breadth  of  responsi- 
bility, ana  better  opportunities  for  personnel  to  gain  much 
needed  fiscal  experience,  than  the  other  two. 

regardless  of  the  type  of  control  that  the  commander 
plans  to  utilize,  it  will  be  desirable  to  set  aside  a  portion  of 
his  allotted  funds  as  a  reserve  for  contingencies. 

Accounting  and  Reporting 

Having  decided  upon  the  method  of  administrative  control 
to  be  utilized,  the  corrrnander  must  now  assure  himself  that  a 
system  is  established  that  will  adequately  provide  for  the  proper 
accounting  for  these  appropriated  funds.   The  field  activity  is 
responsible  for  the  official  accounting  for  each  allotment  it  has 
been  authorized  including  funds  made  available  to  the  activity 
from  federal  agencies  other  than  the  Marine  Corps  (for  example, 
U.  B<  Navy,  Bureau  of  Medicine  and  Surgery  funds  for  the  opera- 
tion of  the  station  dispensary). 


■ 
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Headquarters  Marine  Corps  has  prescribed  detailed  account- 
ing Instructions  which  have  been  developed  to  provide  the  con- 
trols required  by  law,   J?hese  instructions  also  require  that  all 
activities  maintain  records  uniformly  to  facilitate  the  prepara- 
tion of  standard  fiscal  reports.   In  addition,  commanders  will 
find  that  ^ood  fiscal  accounting  records  will  be  of  great  assist- 
ance in  the  preparation  of  budget  estimates  for  future  years. 

The  accounting  system  established  at  the  field  activity 
must  provide  for  the  following! 

1.  The  recording  of  receipt a  fcad  expenditures  in 
•'.r;r  or  dance  Y>ith  prescribed  regulations. 

2.  Positive  checks  to  insure  against  over-obligations 
r<nd  over-expenditures  of  allotments  without  undue  interference 
with  the  processing  of  authorised  requisitions. 

3.  Assurance  that  allotted  funds  are  bein?  utilized  for 
legal  expenditures. 

4-.  .Accurate  and  up-to-date  fiscal  information  for  the 
commander,  hli  subordinates,  and  higher  authority. 

5«   Budgetary  control  over  funds  in  accordance  with  the 
commander's  fiscal  plans. 

The  fiscal  officer  has  the  official  «ccountinrr  respon- 
sibility for  eaoh  allotment  that  bin  command  has  been  authorized, 
lo  must  know  at  all  times  the  amount  of  funds  that  bftl  been 
committed,  obligated,  and  actually  expended.   An  Illustration 
follows  of  a  very   elementary  case  of  allotment  accounting  involv- 
ing control  through  planning  estimates.   Shortly  after  an  allot- 
ment authorization  is  received  at  a  field  activity  the  subordinate 
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commanders  are  advised  by  planning  estimate  letter  of  the  funds 
that  are  available  for  their  utilization.   From  the  fiscal 
officer's  viewpoint,  those  funds  are  committed  and,  barring  some 
unforeseen  circumstance  where  it  ml^ht  be  necessary  to  withdraw 
them,  they  are  considered  to  be  under  the  control  of  the  sub- 
ordinates, tfhen  the  subordinate  needs  materials,  he  prepares  a 
requisition  and  forwards  it  to  the  lo<^i  nupply  depot  via  the 
command's  fiscal  office.   At  thr?  fiscal  office  it  is  checked  to 
see  that  Mm  total  amount  ie  within  the  planning  estimate  balance 
of  that  sub-activity  zna   that  the  material  requested  is  authorized 
within  the  purpose  of  the  allotment.   If  both  these  requirements 
are  met,  the  fiscal  officer  reduces  the  planning  estimate  balance 
of  that  unit  by  the  amount  of  the  requisition,  files  ■  copy  of  it 
as  an  obligation,  and  forwards  the  original  and  the  remaining 
copies  to  the  supply  depot.  The  supply  officer  then  issues  the 
materials  from  stock,  returning  a  copy  of  the  requisition  marked 
"issued"  to  the  fiscal  office.  This  copy  becomes  the  expenditure 
document.   It  will  be  noted  that  in  this  particular  instance  the 
materials  concerned  were  "Marine  Corps  Stock  Fund"  items  and 
therefore  no  public  voucher  was  issued  and  consequently  no  actual 
payment  wa?  mode.  This  situation  merely  involves  the  transfer  of 
funds  at  Headquarters  Marine  Corps  from  the  Marine  Corps  Troops 
and  Facilities  appropriation  to  the  Marine  Corps  3tock  Fund. 

If  the  requisition  had  been  for  materials  that  had  to  be 
purchased  locally  from  a  commercial  enterprise,  a  somewhat  dif- 
ferent routine  would  be  effected.   In  this  case  after  the  requi- 
sition is  processed  in  the  fiscal  office  and  forwarded  to  the 
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supply  deoot,  the  purchasing  officer  Issues  a  purohate  order  to 
a  local  business  firm  carrying  the  materials.   When  the  materials 
are  reoeived,  a  public  voucher  is  drawn  in  favor  of  that  firn 
and  the  disbursing  officer  nays  for  the  materials  by  check.  A 
copy  of  this  nublic  voucher  marked  "Paid"  is  sent  to  the  fiscal 
office  and  is  used  as  the  expenditure  document. 

Through  the  processes  described  above,  the  flsoal  officer 
ie  kept  up-to-date  on  the  renditions  of  each  of  his  allotments: 
he  knows  the  current  commitments,  obligations,  expenditures,  and 
the  balances  remaining  in  each  of  these  categories.   With  this 
information  he  is  able  to  -prevent  over-obligations  an d  over- 
expenditures,  orepsred  to  submit  fisoal  reports  to  local  manage- 
ment and  higher  authority,  and  in  position  to  make  recommenda- 
tions for  revisions  in  the  fiscal  plan  when  conditions  suggest 
the  need  for  change. 

Field  activities  are  required  to  submit  separate  reports 
monthly  to  Headquarters  Marine  Corns  on   the  statue  of  each  allot- 
ment.  These  reoorts  show  the  total  funds  allotted  to  the 
activity,  the  amounts  obligated  to  date  and  the  unobligated 
balance. 

Fiscal  accounting  is  a  complicated  and  very  technical 
subject  involving  not  only  the  allotments  themselves  but  also  Job 
orders,  utilities,  payrolls,  manufacturing  transfers,  and  other 
equally  detailed  problems.   The  fiscal  off*  er  pt\!  hi?    staff  Milt 
be  a  highly  qualified  grour  eapable  of  shouldering  this  important 
responsibility. 


' 
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CHAPTER  IV 

mum 

The  introduction  of  the  performance -type  budget  to  the 
Marine  Corps  in  the  past  few  years,  resulting  in  the  decentrali- 
zation of  fiscal  authority  and  responsibility,  h^s  given  the 
field  commander  a  new  challenge.   Today  he  is  Judged,  among  other 
things,  on  how  efficiently  he  performs  the  comptrollerchlp 
functions  of  estimating,  planning,  administering,  and  accounting 
for  the  funds  he  has  been  allotted,   tfith  this  decentralized 
control  the  commander  must  take  a  more  direct  and  personal 
interest  in  the  budgeting  end  spending  within  hi 3  command.  Much 
better  utilization  of  fund3  should  develope. 

''here  is,  however,  ft  fairly  widespread  lack  of  knowledge 
in  this  srea  of  omriptrollership.   Admittedly  much  of  the  subject 
matter  is  n«w  to  Ufl  and  a  great  deal  has  been  done  to  indoctrinate 
those  most  directly  concerned  but  as  yet  the  man  in  the  field,  in 
many  cases,  is  quite  unaware  of  the  problems  connected  with 
fiscal  policy. 

I"  the  Marine  Corps  is  to  get  maximum  benefit  from  its 
appropriations,  a  fairly  extensive  amount  of  schooling  must  be 
accomplished,   lersonnel  must  discard  the  long-prevalent  ideas 
that  there  are  limitless  supplies  and  monies  available.   They 
must  realize  thai  waste  in  one  area  will  necessarily  result  in 
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sacrifice  in  another.   For  subordinate  commanders  there  should 
he  instruction  in  proper  budgeting  techniques  and,  for  that 
matter,  in  the  broader  aspects  of  the  entire  appropriation 
system. 


APPENDIX 

GLOSSARY  OF  fmK8  11  *m* 

Allotment.  An   authorization  on  NavExos  Form  2674  by 
authorized  officials  of  Headquarters  Marine  Corps  ( and/or  Bureaus 
and  offices  of  the  Havy)  granting  funds  to  another  office, 
organization,  or  station,  for  specified  purpose(s)  pursuant  to  an 
appropriation;  provided  that  the  granting  of  such  funds  must  be 
rigidly  formal  and  subject  to  certain  specific  procedural,  book- 
keeping, and  reporting  requirements. 

Allottee (Primary  allottee) .  The  commander  of  an  activity 
or  organization  to  which  an  allotment  i3  issued.   He  is  responsi- 
ble for  the  administration  of  the  allotment. 

Allottor.  The  one  who  issues  an  allotment. 

Appropriated  Funds.  Public  funds  that  have  been  authorized 
for  obligation  and  sxpenditure  by  an  appropriation  net. 

Appropriation.  An  authorization  by  an  Act  of  Congress  to 
incur  obligations  for  specified  purposes  and  to  make  payments 
therefor  out  of  the  Treasury. 

Expenditure.  In  appropriation  and  fund  accounting  the 
term  expenditures  com  ', only  means  "disbursement  less  expenditure 
refunds". 

71 eld  command.   For  the  purpose  of  accounting  instructions, 

any  Marine  Corps  organization  or  activity  other  than  Headquarters 
Varinp  Corps. 

Fiscal  matters  (fiscal  affairs).  Those  actions  pertaining 
to  planning  for,  ae counting  for,  and  reporting  of  the  use  and 

status  of  appropriated  funds  made  available  to  a  commander. 

Fiscal  officer.  An  officer  charged  with  the  direct  respon- 
sibility for  maintaining  the  records  necessary  to  reflect  the  use 
and  Statui  of  appropriated  funds  made  available  administratively 
to  a  commander  by  allotment,  suballotment  or  by  any  authorized 
means  whatsoever. 

Fiscal  year.  Twelve  month  period  selected  for  accounting 
purposes.   (The  fiscal  year  for  most  agencies  of  the  government 
begins  on  the  first  day  of  July  and  ends  on  the  thirtieth  day  of 
June  of  the  following  calendar  year).   The  fiscal  year  is 
designated  by  the  calendar  year  in  which  it  endB;  i.e.,  the  fiscal 
year  1955  is  the  year  beginning  1  July  1954-  and  ending  30  June 
1955. 
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Marine  Corps  Stock  Fund  Account.   (1)  An  aocount  or 
entity  inclusive  of  assets  (i.e.,  Cash,  Accounts  Receivable  & 
Inventories),  liabilities  (i.e.,  Accounts  payable  &  Accrued 
expenses)  and  government  ownership,  reflecting  transaction  trends 
of  a  revolving  fund  operation  in  the  management  of  designated 
categories  of  inventories  controlled  by  a  decentralized  self- 
balancing  Recounting  system.   (2)  Colloquially  -  that  material 
financed  by  the  Stock  Fund. 

Obligations*  Amounts  of  orders  placed,  contracts 
awarded,  services  rendered,  and"  similar  transactions  during  a 
given  period  requiring  future  payment  of  money. 

Overobli^atlons >  The  incurring  of  obligations  totaling 
in  excess  of  funds  received  by  any  allotment*  suballotrnent,  or 
ether  authorized  means, 

Planning  estimate.  A  designation  of  a  target  amount  as 
an  approximation  of  th!  cost  of  the,  work  specified  in  the 
planning  letter  for  purposes  of  providing  a  guide  concerning 
th a  scope  of  the  work. 

Suballotment.   In  the  Depe rtment  of  Defense  an  allotment 
made  by  the  holder  of  a  primary  allotment  or  of  another  sub- 
allotment,  to  mother  agency  which  is  thereby  made  accountable 
to  it  in  the  saoe  manner  as  under  a  primary  allotment. 
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